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BOLIVIAN ECONOMIC INDICATORS 
(Millions of $US) 


1978 


Current 

Constant 

Money Supply (M,) 

Inflation Rate (Percent) 
Embassy Estimate 
La Paz Cost of Living Index 


Total Contracted Public Debt 


202.1 
Exports 737.5 
Tin - Value 2/ 373.7 
- Volume (MT) 29,979 
Petroleum - Value 3/ 42.3 
- Volume (000 bls.) 2,863.44 
Natural Gas - Value 79.8 


- Volume (millions CF) 55,845 


Imports 1,029.1 
Current (291.6) 
(144.0) 


Principal plus interest 
Includes alloys 


Includes condensates, white gasoline and crude 


25 

20 
2,946.8 
261.8 


0.2 
268.0 
912.6 
395~7 

27,394 
44.0 
1,364.44 
105.7 
60,968 


1,270.4 
(357.8) 


53 

47 
3,641.8 
280.5 


-101.1 
171.4 
1,118.6 
378.1 
23,527 
22.6 
615.08 
Lens 
72,029 


1,236.8 
(118.2) 
(267.5) 


The sum of goods, services, interest charges, and unilateral transfers 


SOURCE: CENTRAL BANK 
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I. INTRODUCTION 


Since the coup of July 17, 1980, the Bolivian economy has floun- 
dered. On top of the structural weaknesses of an economy which 

is overly centralized, dependent on the vagaries of international 
commodity markets, and saddled with a burdensome international 

debt were added the difficulties attendant to international polit- 
ical isolation and the apparent absence of economic planning. In 
late 1980, the Bolivian Government lost an opportunity to receive 

a third tranche of a standby agreement with the International Mon- 
etary Fund, but managed to get by for a while with loans from 
friendly neighboring governments. Finally, the lack of planning 
resulted in an acute foreign exchange shortage and the need to 
impose exchange controls on July 30, 1981. The controls have caused 
an acute dollar shortage in the private mining, commercial, and in- 
dustrial sectors, and growing recession and unemployment. Follow- 
ing a military uprising in early August 1981 in Santa Cruz, Garcia 
Meza stepped aside in favor of a three-man Junta government which 
one month later ceded the Presidency to one of its members, Army 
Commander Gen. Celso Torrelio. Both the Junta and Torrelio govern- 
ments reopened negotiations with the International Monetary Fund 
(IMF) for a new standby agreement. The success of the negotiations 
and economic recovery apparently depend upon the decision of the 
Government of Bolivia (GOB) to initiate a series of promised finan- 
cial and economic austerity measures. These measures are under 





review within the government and have not been publicly announced. 
However, GOB action on this front, including a possible devalua- 
tion or float of the peso, though politically difficult, appears 
more likely than at any time since it took partial measures in 
January. All indicators point to continued economic difficulties 
for the next several years. However, the right mix of financial/ 
economic measures and political stability, including the normal- 
ization of diplomatic relations with the United States and other 
principal trading partners, could set the essentially resource 
rich country on the path to economic reconstruction, and, despite 
economic difficulties, definite opportunities exist for U.S. ex- 
porters to Bolivia, particularly in bidding on supplies and ser- 
vices for large-scale internationally financed development projects 
projected for the future. 





II. OVERVIEW 


The Bolivian economy in 1980 had a real increase in gross domestic 
roduct of 0.8 percent billion pesos ($6.1 billion ata 
E i 
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peso:dollar exchange rat 24.51), or 19.16 billion 1970 pesos. 
Bolivia's population, concentrated in the high Andean plateau 
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(Altiplano), stood as of July 1981 at an estimated 5.75 million. 
With an annual population increase officially estimated at about 
2.6 to 2.8 percent (which may overstate population growth), Bolivia 
lost ground with its 0.6 percent drop in per capita income in 1979 
and a further 1.8 percent drop registered in 1980 (based on a 2.6 
percent population growth). The estimated 1980 per capita income 
in 1970 dollars was $285. Gross capital formation dropped at 

least 8 percent, and private consumption rose 0.4 percent. 


A boost from natural gas exports sales revenue aided in decreasing 
the 1980 current account deficit to $118.2 million, compared to the 
1979 deficit of $357.8 million. The current account deficit was 
marked by a negative investment income and services charges over- 
whelming a favorable trade balance of $261.9 million. Weighted 

down by an “errors and omission" figure of $254.8 million, which 

the Finance Minister ascribed to the net effects of contraband, 
Bolivia had a balance of payments deficit for 1980 of $267.5 million. 
The Minister reports that from January to July of 1981, an addi- 
tional $144 million balance of payments deficit was incurred. Given 
second semester trends, a final 1981 balance of payments deficit 

in the range of $400 million would not be surprising. 





The Bolivian Government and economy are saddled with a heavy pub- 
lic debt. As of March 31, 1981, the disbursed public debt stood 
at $2.34 billion, up 14 percent to December 31, 1979, out of a con- 
tracted public debt of $3.66 billion. Payments in 1980 stood at 
about 30 percent of gross f.o.b. export earnings. Although 
government and public enterprise spending will probably rise to 
about 80 percent of gross domestic product by 1981, inefficiency 
and waste in the public sector have blunted economic performance. 
Lack of confidence in the political climate continued through 
July 1981 as reflected in negative internal private investment, 
with a drain of holdings into dollars. Dollar illiquidity com- 
pelled the Central Bank to introduce exchange controls on July 30, 
1981. Giving first priority to meeting the most pressing public 
debt obligations, the Central Bank, as of early October 1981, has 
been unable to meet other public and priority private external 
dollars obligations. 


Current Ministry of Industry figures report a total of $1.03 bil- 
lion of exports in 1980. Minerals sales accounted for 62 percent 
of exports by value. About 21 percent owed to natural gas sales 
to Bolivia's sole customer, Argentina, while only 14 percent of 
exports, such "non-traditional" exports as Sugar, wood products, 
and coffee, all representing private sector outputs, continued to 
make a growing contribution to export earnings. 


Prospects through mid-1982 suggest that the Bolivian economy will 
continue to weaken, with little or no gross domestic product (GDP) 
growth. Principal Bolivian mineral exports face weak demand and 
low prices. Internal economic measures, supported by international 
financial assistance, could improve the situation somewhat. 


III. MINERALS AND HYDROCARBONS 


A percentile breakdown of the principal minerals exported in 1980 
shows their share of the $641 million export value to be as follows: 


Tin 59. 
Silver 18.4 
Wolfram 4% 
Zinc Bi 
Antimony 4, 





Other principal minerals include lead, copper, and bismuth. Re- 
duced prices by mid-year 1980 meant that severely lagging minerals 
production (in response to earlier higher prices) brought lower 
returns. During the first semester of 1980, the effect of soft 
prices counteracted weak higher production, resulting in a 19 
percent decrease in minerals export value compounded to the first 
semester of 1980. 


First Semester 1980 First Semester 1981 
output Svalue output Svalue 


All minerals ‘ ~ 261.9 
Tin 11,165 2514 
Silver s 107 20.3 


Corporacion Minera de Bolivia (COMIBOL), the state mining industry, 
has been relying on financing to cover annual deficits in excess of 
$30 million for some years now. In August 1981, its then general 
manager declared the enterprise to be on the “edge of bankruptcy," 
later proclaiming that Huanuni is the only profitable mining complex 
among COMIBOL's stable of 14 mining complexes. COMIBOL uses old 
machinery to work its nationalized fields, with negligible explora- 
tion or exploitation of new fields. Both COMIBOL and the private 
miners have complained that the high-cost operation of the state tin 
(and, prospectively, lead/silver) smelting firm, Empresa Nacional 

de Fundiciones (ENAF)’, lowers revenues to the producers. 


The private mining sector includes both efficient, well-managed en- 
terprises, the so-called medium (sized) miners (and some small sized 
miners), as well as an often primitively operated small mining sec- 
tor (including cooperatives). Given the right investment climate, 
some of the medium-sized miners could be appropriate partners with 
international mining and chemical firms for joint ventures. Esti- 
mates, based on partial mid-1981 data, indicate the following trends: 


While overall 1981 mining output is projected to be equivalent to 
1980 levels (exceeding 1980 levels for metallic tin, antimony, and 
concentrates of lead, zinc, and copper, lower in bismuth, lead-silver 
complexes, and concentrates of tin, wolfram, and silver), overall 
f.o.b. export value for 1981 exports is projected at $437.3 million, 
compared to 1980 f.o.b. value of $562.1 million. Lower commodity 
prices were the cause. In 1980, 54 percent of the mineral exports 
were in concentrate form, whereas concentrates represent only 41 
percent of projected 1981 minerals exports (f.0.b. value). 





Based on a projection made on June 29, 1981, the Central Bank esti- 
mated total petroleum product (including natural gas) sales at 
$377.7 million for 1981, up from the $245.1 million of 1980. This 
was based on a price of $4,.23/thousand cubic feet of natural gas 
(including liquids, 3.65/1000 BTU for dry natural gas. Effective 
October 1981 through December 1981, Argentina will be paying 
$4.45/TCF for natural gas, including liquids). Yacimientos Petro- 
liferos Fiscales Bolivianos (YPFB), the state petroleum company, 
reported a January-June 1981 "profit" of $65.6 million after paying 
taxes of $94.2 million. 


With no cotton exports in 1981 and half as much income expected 
from sugar, improvements in lumber, rubber, and handicraft value 
exported were more than outweighed; thus, 1981 projected agricul- 
tural and other exports are expected to net $96.3 million, com- 
pared to $134.7 million in 1980. 


Overall, 1981 exports are seen as being $30 million less than 1980 
exports in value, down to $911.3 million. Without the contribution 
of natural gas sales, the drop would have been steeper. On the 

other hand, given more favorable minerals prices, the figures would 
have shown marked improvement. The current low in world sugar prices 
hurt Bolivia, as its crop was poor in a high market year, and abun- 
dant in the currently weak market. 


IV. TRADE 


Imports that clear customs (legal trade) were estimated to have a 
c.i.f. (at the border) value of $813.8 million in 1980, as against 
a value of $975.6 million in 1981. The comparable f.o.b.values are 
respectively $680.1 million and $798.9 million. These figures do 
not include the very open contraband trade. It is generally ac- 
knowledged that little value added contraband flows out of Bolivia. 
An exception would be cocaine, which in 1981 was increasingly proc- 
essed in Bolivia and constitutes a major unquantifiable element 

in the Bolivian economy. 


In most consumer lines, legal imports are estimated commonly by 
businessmen to be well under 20 percent (as low as 5 percent) of 
the value of contraband. However, machinery and other heavy spe- 
Cialized equipment comes in through customs. 





uccessive governments since the 1952 revolution have termed 
tulture a priority investment sector, the practice has been 
ise. At 50 million hectares, woodlands comprise about 45 
»9f the national territory, with lumbering barely and prim- 
capping this reserve. Only about 1.5 million hectares 
- cultivation. Most agricultural areas are remote from 
have no prospective sources of farming credits. Past 
place the department of Santa Cruz into agricultural 
of wheat for domestic consumption primarily for import 
ion purposes disregarded the array of factors suggesting 
f comparative advantage. While the agro-industrial poten- 
ylivia is renowned, such elements as technology, market 
and access, agronomical research, and in some cases 
farmer adaptability are inadequate. Except in coca 
coffee, the result is stagnant production. Larger 
ives, usually in frontier-like regions. 


idustrial and industrial exports are referred to as 
-ional" in Bolivia. In 1980, sugar and wood or wood- 
ts each constituted about 29 percent of the non- 
exports category. Coffee contributed an additional 
and, with lumber, is considered a strong candidate for 
ion. Meat production is carried out under conditions 
different range management. 


: 
- 
in 


ices for sugar yielded $50.2 million in 1980 for exports 
8.2 million kgms., up from the $30.1 million obtained in 
118.3 million kgms. Output expected for the 1981 crop is 
and MT, against an expected internal consumption of 150 
[T. Given low world sugar prices as of late September 


producers are currently unsure of their export marketing 


ember 1980 to October 1981, Bolivia exported 5,233 MT of 
value of $13.3 million. Only about 26 percent of 
ffee is destined for the internal market. Still, Bolivia 
ill not reach its 1981 guota fixed by the International 


ganization. Coffee rust has appeared, and many farmers 
hing from coffee to other crops. 


»duction may reach 142,000 MT in the late 1981 to mid-1982 
According to impressionistic information, potato production 





has responded favorably to both the removal of wheat flour's for- 
mer, subsidized price advantage, and to higher yields from new 
varieties. 


Bolivia remains dependent on foreign sources for wheat. In the 
absence of any United States P.L.480 wheat shipment in the U.S. 
1981 fiscal year, Bolivia turned to costly credits for Argentine 
wheat to fill the gap between about 25,000 MT of 1981 wheat produc- 
tion and an annual consumption of about 325,000 MT. Ambitious, 
though high cost, plans for expanding wheat production appear to 
have been sidetracked. Other crops may offer better returns rela- 
tive to inputs. 


VI. FINANCIAL SITUATION 


Bolivia entered 1980 with a recently devalued currency and a commit- 
ment to follow performance guidelines accompanying an IMF standby 
agreement. Any positive effects of the 20 percent devaluation of 
November 1979 were lost as prices and wages spurted upward. While 
the government of President Lydia Gueiler failed to take many com- 
plementary measures, it did control public spending somewhat and 
kept it within the guidelines. Bolivia also benefited from a World 
Bank structural adjustment loan and other foreign assistance. The 
July 17, 1980, coup d'etat brought into power a government that paid 
little concrete attention to the economy. As a result of indiffer- 
ent fiscal management, Bolivian performance disqualified the coun- 
try from the final tranche of the standby agreement and called into 
question other further international institutional aid. Most bi- 
lateral aid was wound down or frozen, 


In early January 1981, Bolivia moved ostensibly to eliminate inter- 
nal subsidized prices, ranging from explicit subsidies supporting 

a low price for wheat flour, to implicit subsidies of low hydrocar- 
bon prices. Transportation tariffs were raised. As a partial dis- 
incentive to contraband and hence to stimulate customs revenues, 
duties were lowered on most consumer appliances, parts, and auto- 
mobiles. With wages frozen since July 17, 1980, real wages dropped 
against rising prices. Failure to control public spending, and to 
spur public enterprise output if not productivity, and undefined 
financial/economic programs, all led to weakening public and inter- 
national confidence in the Bolivian economy. By April 1981, Bolivia 
had finally renegotiated some $423 million in public sector debt 
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owed to international commercial banks through March 1983, but 
seemed hard pressed to comply with its agreement. By late August 
1981, the so-called economic measures were of an essentially admin- 
istrative nature, with uncertain effects. 


Political changes in August and September were expected to give 
Bolivia a breathing spell. Following his key role in an interim 
Junta Government, General Celso Torrelio Villa emerged as the Armed 
Forces' presidential choice. The Torrelio government has proclaimed 
its intention to address seriously the concerns affecting the par- 
ticipation of international financial institutions and bilateral 

aid sources. It also promised to deal with narcotics trafficking, 

a principal obstacle to normalization of relations with the U.S. 

and international confidence in the government. 


VII. ECONOMIC POLICY OUTLOOK 


If the Bolivian Government follows through on its declared inten- 
tions to take all necessary economic steps, and to address such ob- 
stacles to international relations as the well entrenched cocaine 
trade, then internal and external renewed confidence in Bolivia 


could set the stage for recovery over several years. As of late 


September 1981, the Bolivian private sector has expressed strong 
concern at the apparent lack of coherent, and practical government 
financial/economic policy in the face of an accentuated financial 
crisis. 


Elements needed for true recovery and growth are widely recognized 
in Bolivia. "Rationalization" of the state enterprises has become 
a common expression, but with little concrete dimension, 


Under the United Nations Development Program (UNDP) contract, United 
States and Canadian consultants will deliver, in early 1982, a 
5-year program to rehabilitate COMIBOL, the state mining enterprise; 
the program will depend largely on external financing. Other state 
enterprises may also receive the attention they need to terminate 
the subsidies they currently require from general state revenues 

and debt creation. It is problematical as to whether or not a reali- 
zation of the seriousness of Bolivia's problems can overcome the 
historical tendency towards instability in technical staff tenure, 
which undermines planning and the implementation of change. Histor- 
ical political instability and widespread corruption are continuing 
liabilities. 
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Less well-recognized elements restricting growth may be seen in 

the private sectors' calls for a clear definition of the boundary 
of public and private activities as part of any investment law or 
public enterprise law. Already burdened by the liability of inad- 
equate infrastructural facilities, Bolivia offers an uncertain 
climate for domestic and foreign investment alike given its unclear 
philosophy regarding economic development and the role of the 
private sector. 


Although a member nation of the Andean Pact, Bolivia has tried to 
project an attitude more favorable to foreign investment and trade 
than Pact decisions would at times suggest. Neither a new general 
investment law nor a new public enterprise law have yet to emerge 
from long studies; it remains to be seen if either will clarify 
public policy for potential investors. A clear and well regarded 
law governing the hydrocarbons has attracted foreign investment. 
Working as contractors to YPFB, the state oil company, two U.S. 
firms, Tesoro and Occidental, are active in the Department of 
Santa Cruz. Market access and share are the major constraints on 
opening natural gas fields. A third U.S. firm, Anschutz, has 
demonstrated interest in hydrocarbons exploration in an area to 
the north of the Department of La Paz. 


VIII. UNITED STATES-BOLIVIAN TRADE 


The United States has traditionally enjoyed the role of main sup- 
plier and buyer in Bolivian trade. The United States position was 
increased in 1980 when the United States registered 32 percent of 
Bolivia's total import market from a level of 29 percent in 1979. 


According to U.S. trade data published by the U.S. Department of 
Commerce, U.S. exports to Bolivia in 1980 continued to expand in 
absolute terms even though U.S. imports from this country dropped 
significantly. In 1980, U.S. imports from Bolivia registered 
$181.9 million compared to $221.8 million in 1979. U.S. exports 
to Bolivia in the same period of time were $171.6 million (1980) 
and $146.3 million (1979). This gave Bolivia a trade surplus of 
$10.3 million in 1980 compared to $75.5 million in 1979. The 
difference is largely due to Bolivia's lower export levels to the 
United States in 1980, which were caused by Bolivia's economic 
slowdown and reduced tin exports. 





U.S. exports have several advantages in competing in the Bolivian 
market. The United States' geographic proximity to Bolivia com- 
pared to the European and Japanese competition permits fast deliv- 
ery, lower transportation costs, and accessible servicing and tech- 
nical assistance. U.S. products have a reputation for quality and 
established for a long period of time in the market. In- 
, however, other foreign suppliers, including the Council 
Economic Assistance, also referred to as COMECON nations, 
eting aggressively for sales by offering lower prices for 
ome goods, introducing certain products which are specifically 
to the needs of the Bolivian market, and, more importantly, 
favorable credit terms. 


ion which the United States exported to Bolivia 


- 


a 17.3 percent increase from the previous 
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million 
import categories from Bolivia in 1980 were: 


Non-ferrous metals (tin) million 
Ferrous metal ores and 

concentrates million 
Sugar million 
Coffee million 
Lumber million 
Live animals million 


Currently Bolivia is not a member of the General Agreement on Tariffs 
and Trade (GATT). This, however, does not present serious trade pol- 
icy problems to the United States as it does in the case of other 
Lesser Developed Countries (LDCs), since Bolivia maintains a rela- 
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tively open import market. Moreover, in spite of the fact that 
Bolivia is not a GATT member and did not actively participate in 
the recent Multilateral Trade Negotiations (Tokyo Round), the 
United States and Bolivia on January 2, 1980, signed a bilateral 
trade agreement under the aegis of these negotiations. The agree- 
ment is limited in terms of trade volume, but it contains impor- 
tant concessions for both countries in such products as pumps, 
cement, mixers and crane lorries for the United States; and tung- 
sten, antimony, knit woven apparel and fur articles for Bolivia. 


Bolivia, like other developing countries, is a beneficiary of the 
U.S. Generalized System of Preferences (GSP), which attempts to 
facilitate the expansion of LDC exports in the United States mar- 
ket. In 1980, Bolivian exports with a value of US $44.4 million 
entered the U.S. market duty free under this system. This was a 
notable increase from the $15 million in Bolivian exports entering 
the United States in 1978 under the GSP. 


IX, BEST PROSPECTS FOR U.S. EXPORTERS 


The Bolivian market is characteristic of that of a lesser developed 
country which has abundant natural resources (minerals) but limited 
industrial production. Consequently, Bolivia is highly dependent 
on imports of consumer and capital goods. Its import duties are 
generally low, and it maintains a market free of most import barriers. 


In spite of existing foreign exchange limitations, Bolivian imports 
in 1981 are expected to surpass $1 billion. The major obstacles 
which U.S. exporters face in this market are the limited availabil- 
ity of foreign exchange since July 1981 and competitive financing, 
such as from West Germany and France, which is increasingly becom- 
ing the determining factor in selecting the source of Bolivian im- 
ports. In this respect, U.S. suppliers will face strong competition 
in light of a sharp reduction of U.S. Export-Import Bank and the 
Foreign Credit Insurance Association (FCIA) activity in this country. 
The financing limitations as well as the shortages of foreign ex- 
change make projects which have World Bank, InterAmerican Develop- 
ment Bank, and other external financing the best prospects for U.S. 
exports. These Bolivian projects, not necessarily in order of im- 
portance, are: 





Construction of the gas pipeline from Bolivia to Brazil, 
which is projected to start by the end of 1982. The de- 
Sign of this pipeline is being conducted by the Italian 
firm Snam Proggeti, and its estimated construction cost 
is. $1.5 baiijon. 


Construction of the gasline from Santa Cruz to La Paz, 
which should start in early 1982. The design of this 
pipeline is being done by OTP of France and its estimated 
construction cost is $120 million. IDB financing is 
being negotiated. 


The first stage of the Mutun siderurgical project is to 
consist of a laminating plant in Santa Cruz, estimated 

to cost approximately $60 million; its construction is 

scheduled to start during 1982 subject to financing. 


The Vacuses Cement Plant, located in Santa Cruz, is esti- 
mated to cost $101 million and will begin construction 
by the end of 1981. It has IDB financing. 


The third phase of Bolivia's railroad rehabilitation plan 
will be concluded by end of 1981 with an estimated dis- 
bursement of $38 million. A fourth phase worth about $40 
million is currently being negotiated with the World 

Bank (IBRD). 


The Rositas Hydroelectric multi-project, which is located 
in Santa Cruz and has IDB financing of $122 million; it is 
currently beginning its selection process of design, con- 
struction, etc. 


Rural electrification of Bolivia's central oriental inter- 

connection system is in its fifth phase and has IDB financ- 
ing of $35 million. Total cost of the project is estimated 
at $57.5 million. 


The San Jacinto hydroelectric and irrigation project will 
cover an area of 4,500 hectares and provide hydroelectric 
power of 7,000 KW. Cost of the first phase of this project 
is about $30 million. 


The Misicuni hydroelectric project will provide potable 
water for the city of Cochabamba and irrigation for 20,000 
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hectares in the surrounding area. Cost of the total 
project is about $500 million. External financing is 
currently available for the feasibility study. 


Construction and expansion of airports in a number of 
Bolivian cities, including the purchase and installa- 
tion of a communications and guidance system, is esti- 
mated to cost $25 million and has financing from the 
World Bank. 


Although suppliers are severely limited in competing and partici- 
pating in projects and purchases without supplier credit or in- 
ternational organization funding, priority sectors of the Boliv- 
ian economy offer some interesting export possibilities. The 
three priority sectors are mining and hydrocarbons, the tradi- 
tional pillars of the Bolivian economy providing 70 percent of 
the country's foreign exchange, and the agricultural sector which 
constitutes the principal activity of 60 percent of the Bolivian 
people. Planners agree agro-industry has become an important 
development alternative for the Bolivian economy. The specific 
product areas which offer the best export opportunities in these 
sectors are: mining and excavating (drilling and crushing); food 


processing equipment; packaging machinery; and agricultural equip- 
ment such as tractors, silos, and breeders. 


Other export products related to Bolivia's infant manufacturing 
sector, such as textile machinery, medical equipment, and wood 
processing machinery, offer favorable prospects within the limits 
of the country's foreign exchange problem. 


Bolivia is one of five members of the Andean Common Market. The 
regional economic grouping should provide Bolivia with an expanded 
market in certain industries such as automobiles and assembly 
trucks, petrochemicals, metal working equipment, and possibly a 
few others. This integration process may present new trade oppor- 
tunities to U.S. exports in the future. 
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